
------.,..--,.--,.

'0(:> .

. see PlAN 1'all" A24

alJ::et IbaicOm
Find other ways the legislature
intends to spend tax dollars this year,
al IegIsl;iture.azLcom. .

see FmS !'all" All

'By Max Jarman
The Arizona RepubUe.

The U.S. Department of Jus­
tice is investigating whether
exclusive agreements between
Arizona developers and com·
munications companies, such
as Cox and QweSt, violate anti-
trust laws. .

Arizona Sen. John McCain
also is concerned about the
agreements and has questioned
local telecommunications-com­
panyexecutivesabouttheprac- .
tice, a Cox Communications of-
ficial said. _

Cox officials have defended
the agreements, saying they do .

: not prevent competition. The
Justice Department could take
action to ban or limit the prac­
tice if it determined otherwise.

In a so-called preferred-pro­
vider agreement, a developer
grants a firm, such as Cox or
Qwest, exclusive rights to mar­
ket its services insidea subdiVi­
sion's model-home offices and
gives it other advantages that

Feds' antitrust
inquiry targets

.Ariz. bUi,lders, .
telecom firms .

Gerald Herbert/Associated Press
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White Sox, made'a one-minute
statement by videoconference
from Thcson, where he is rehab­
bing a sore ankle.

When the spectacle ended and
the TV lights went off, nobody
went home h8ppy. Future hear­
ings are possible, and some law­
makersthreatenedthatifbaseball.
doesn't solve its problems, legisla­
tion could be forthcoming.

Commissioner Bud Selig and
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sPouses, friends and c1Uldren left
behind by the 4S Arizonans who
have died fighting in Iraq.

Each of those faces is heart
melting.

'I cry a lot'
Dennis Wa:hrer, a Vietnam War

veteran from Thcson, says he lost
his stepson and wife within dayS of
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International to stay ,out of the
development.

But another small company,
Accipiter Communications,
complained to the Arizona Cor­
poration Commission that the
agreement was unfairly keep­
ing it from providing telephone
and Internet service to the
area. Accii!iter also confirmed
Thursday that it received sub­
poenas from the Justice De'
partmentover the agreements.

'Sunbelt's Chief Ol!erating
Officer Curt Smith said the
company had no comment on

-whetherit also receiveda "civil
investigative demand," or
rorm'nfsubpoen~ from the
government. Qwest has not
been served regarding the in­
vestigation.

Cox has filed resp!mses with
the Corporation Commission,.
saying it believes the agree­
ments are legal, and don't pre­
vent competition.

Experts also say the industry
is rapidly changing to consum­
ers' benefit, as satellite compa­
nies offer television and Inter­
net service and telephone com­
panies push Internet and video.
Internet. phone service also is
growing.

Preferred-provider agree­
ments are popular in other
cities, but the practice was pio­
neered in the Phoenix area in
1996 when home bniIder DMB
Associates struck an exclusive'
deal with Qwest to install a sys­
tem at DC Ranch in Scottsdale.
At the thne; new homeowners
'in some areas were waiting
months for telephone service
to be provided.

looking into whether the agree­
ments constitute resttaint of
ttade and a monopoly or an at,
tempt to create one.

The growing ttend of pro­
vider agreements was first re­
ported in The A.rizonaRepublic
a few weeks ago, and telecom
offICials said the article led' to'
inquiries by McCain. The
March 2 article reported that
most new residential develop­
ments in the Phoenixarea have
preferred providers and that
some consumers were un­
happy with the lack of choice.

It is the second controversy
that has arisen in recent weeks
over special arrangements and
payments in the real estate in­
dustry. Insurance regulators in
many states, includfug Ari­
zona, also are probing kick­
backs paid by title-insurance
companies to home builders in
return for being steered busi­
ness. In Colorado, investigat­
ors found that kickbacks were
paid to some of the largest
builders in the Southwest and
Arizona and three home build­
ers based in the Valley.

The Justice Department's
probe centers on an agreement
between Cox Communications
and developer Sunbelt Hold-'
ings at the 17,oOo-home Vistan­
cia development in Peoria. The
agreement gives Coxexclusive
rights to market its products
inside the model-home offices
and in development newslet­
ters and brochures. The agree­
ment and a reported $1 million
serVice fee cliarged by a Sun­
belt affiliate prompted com­
petitor QwestGommunicatioI,ls
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+ JlIllY discourage competitors.
Ifi Some cases, home buyers

are locked into paying for In­
ternet or telephone service
tb!'Ough home<1wners associa­
tiondues, so if theywant a com- '
petitor's service, they have to
pay on top of the dues or, in ef-
feCt, pay twice. ,

If the Justice probe or "Mc­
Cain's concerns lead to a limit
on the practice, it could offer
oonsumers more choices. but
also stanch a revenue source
for developers, who often get a
cut of the fees. '

Theagreementsalso help en­
sure that up-to-date equipment
is installedon time in a subdivi-
sion. "

Coxconfirmed thilt it has re­
ceived subpoenas from the De­
pattment of Justice's antitrust
division seeking iI)f0rmation
about the agreements but
would not comment further.

"We have received a sub­
poenaand willcooperate fully," ,
Cox spokesman Ivan Johnson
said.

Steve RizIey, vice president
and general manager of Cox's
operations in Arizona, said he
was questioned recently about
the deals by McCain in Wash­
ington.

McCain, a member of the
SenateCommerce, Scienceand
'Ii'ansportation Committee,
and a Justice Department
spokesman could not be
reached for Comment.

The subpoenas ask for docu­
ments and resl!onses and indi­
cate the Justice Department is


